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Abstract 
This study has investigated the Influence of risk knowledge sharing and risk management culture 
on ERM framework implementation in the Nigerian financial industry among 47 firms. 
Questionnaires were administered to those in charge with risk management practices such as chief 
risk officers and other senior level managers of the sampled firms. The study utilized PLS-SEM 
causal modelling with the aid of SmartPLS 2.0 program software to test the hypotheses. The results 
of the analysis indicated that risk knowledge sharing and risk management culture have significant 
positive effect on ERM framework implementation in the Nigerian financial industry. The study 
recommended the need for firms in Nigeria to deploy more resources to entrench sound risk 
culture and knowledge management techniques (such as risk knowledge sharing) to improve their 
risk management practices. The practical implication of the research has been discussed.  
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1. Introduction 
In the last few decades, enterprise risk 
management (ERM) has been an instrument 
that assist firms to achieve organisational 
objectives by viewing risk as an event 
associated with opportunities. In 2004, 
Committee of Sponsoring Organizations of 
the Treadway Commission (COSO) identified 
ERM as an integrated risk management 
strategy that provides reasonable assurance 
in respect of firm’s goal achievement. COSO 
frame works has identified eight interrelated 
components that may lead to the 
entrenchment of risk management practices 
at all level of business organisations (Arena, 
Arnaboldi, & Azzone, 2011). The components 
include the internal business environment, 
setting business objective, identification of 
risky events, risk evaluation, risk treatment, 
control efforts, effective communication and 
monitoring. The development of COSO 
framework had encouraged both regulators 
and rating agencies to consider ERM as a 
mechanism that will lead to sound corporate 
governance practices (Power, 2004). Also, it 
has encouraged different organisations to 
embrace the concept of ‘ERM philosophy’ as a 
solution to some of the recurrent problems 
that lead to business failure. 
 
In the case of Nigeria, prior to the 2008/2009 
financial crisis, the financial industry had 
experienced a monumental growth due to a 
series of initiatives in reforming the economy 
(SEC, 2012). The market capitalization of the 
financial institutions increased from $22.73 
billion in 2005 to $110 billion in 2008 
(National Bureau of Statistics, 2013). 
Lamentably, risk management mechanisms 
did not progress commensurately to sustain 
the quick market growth (SEC, 2012). The 
banking and insurance companies were the 
most affected by the crisis because they 
accounted for 18 out the top 20 firm by 
turnover volume being the most capitalised 
subsector.  From 2008 to 2009, the Nigerian 
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stock market experienced a loss of about 70 
percent of its value (IMF, 2013). Studies have 
linked some of these inefficiencies to poor 
risk management practices (IMF, 2013; SEC, 
2012). 
 
Similarly, the recent global events have made 
the business environment highly 
unpredictable rendering traditional risk 
management approaches inefficient to 
manage risk exposures. Traditional Risk 
Management (TRM) does not consider the 
interconnectedness of several risks types 
(Ghazali & Manab, 2013). In fact, scholars 
have argued that TRM is a silo-based” risk 
management approach that does not give 
firms the opportunity to view risk exposures 
across the entire business enterprise 
(Moeller, 2011). The ineffectiveness 
associated with this traditional conception of 
risk has served as a catalyst to the evolution 
of Enterprise Risk Management (ERM) as an 
alternative risk management mechanism. It is 
an approach that gives firms the opportunity 
to have a clear view of the interactions of 
different classes of risks 
(PricewaterhouseCoopers [PWC], 2008). 
According to Meier (2000), efficient 
management of risk can lead to market 
leadership and high business growth. Hence, 
for any business to achieve better 
performance, sound risk management is 
inevitable  (Doherty, 2000). ERM refers to a 
risk management strategy that takes into 
account the interrelations between different 
types of risks; in contrast to traditional risk 
management (insurance buying, physical 
mitigation, liability reduction). Enterprise 
risk management concurrently considers all 
forms of risks and develops mechanisms to 
ensure holistic management of risks and 
uncertainties. Enterprise risk management is 
a  process that enables business organisations 
to assess, control, exploit, finance and 
monitor exposures from all sources in order 
to  improve firm performance (Casualty 
Actuarial Society [CAS], 2003).  
 
 
The post-global financial crisis have raised 
the awareness of firms on issues related to 
risk culture. Risk culture refers to the general 
awareness, attitudes, and behaviours of an 
organization’s employees toward risk 
management practices. Steinberg (2011) 
argued that the 2008 global meltdown was 
the consequences of a series of poor risk 
culture and commitment to short run gain by 
the firm. This argument was further 
supported  by Asher and Wilcox (2015), who 
believed that business failure in financial 
sector industry is usually a function of weak 
business culture. For example, the mortgage 
institutions in the US developed a culture of 
“get my money now, damn the customer”. 
This negative practice ultimately resulted in a 
crisis that consumed both firms and the 
customers. They contended that the approach 
of the majority of financial institutions to 
culture is often inadequate as some try to 
adopt a mechanistic approach where risk 
culture is reduced to a treatment tool. 
 
In addition, the rate at which financial 
institutions continue to get engulfed in one 
crisis or the other creates doubts about their 
capacity  to make use of accrued experience 
and knowledge in managing risk in financial 
services (Rodriguez & Edwards, 2010). There 
is scarce deployment of knowledge 
management strategies to improve and to 
provide solutions to the series of business 
threats globally (Rodriguez & Edwards, 
2010).  As a result, there has been relatively 
little empirical studies on the relationships 
between risk knowledge management and 
enterprise risk management practices 
(Rodriguez & Edwards, 2010). Risk 
knowledge sharing as an aspect of knowledge 
management is an important tool to 
improving the efficiency of risk management 
practices in organisations. Given the series of 
financial crises experienced over the years, 
organisations can gain a lot if they 
incorporate lessons learned from these series 
of crises in their risk management framework 
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(Rodriguez & Edwards, 2010).  As such, 
improvement in knowledge sharing develops 
capacities inside the organization. Equally, 
knowledge acquisition (Dickinson 2001) is a 
major factor to consider in risk control and 
sound business strategy formulation. Horton-
Bentley, (2006) argued that ability of firms to 
share risk knowledge is negatively affected by 
fragmented risk management practices. 
 
Despite the importance of ERM, most of the 
literature have focused on corporate 
governance variables as major determinants 
of ERM (Desender, 2011), and other firm 
specific variables (Golshan & Rasid, 2012). 
Few studies examined the importance of 
organisational variables such as risk culture 
(Manab, Othman, & Kassim, 2012) and risk 
knowledge sharing (Rodriguez & Edwards, 
2009b). Hence, the main objective of this 
paper is to examine the relationship between 
risk management culture, risk knowledge 
sharing and the ERM framework 
implementation in the Nigerian financial 
industry. The paper proceeds as follows. 
Section 2 reviews the study variables. Section 
3 explains the methodology while section 4 
discusses the findings. The conclusion of the 
study was reported in section 5. 
2. Concept of Enterprise Risk 
Management 
The dynamic nature of business 
environments and the alarming reports of 
corporate frauds around the globe have 
triggered world business leaders to examine 
the effectiveness of risk management 
programmes on organisational success 
(Dafikpaku, 2011). This development has 
brought risk management issues to the 
forefront in both developed and the 
developing economies. Similarly, following 
the various corporate scandals and 
bankruptcies of leading business firms, the 
United States of America (USA) introduced 
the Sarbanes-Oxley regulations in 2002 to 
prevent further firm’s failure. Dionne (2013) 
affirmed that these regulations have not been 
able to prevent the 2008 global financial 
crisis. For example in 2008, a US firm, Merrill 
Lynch lost about $30 billion on the back of 
soured mortgage investments due to risk 
management failure (Fadun, 2013).  It is in 
this view that organisations saw the need to 
search for a more comprehensive approach to 
organisational risk called enterprise risk 
management (ERM). 
 
Miller (1992) is among the first leading 
scholars to examine the theoretical benefits of 
ERM. He is among those who provided an 
alternative approach that best handle the 
inefficiencies of traditional risk management 
by proposing an integrated risk management 
approach. Miller further argued that the 
segregated treatment of risks (traditional 
approach), as it exists in management 
literature, does not provide a sufficient 
foundation for examining the implications of 
strategic decisions.  Explaining the benefits of 
ERM to organisations,  Nocco and Stulz 
(2006) reported that ERM creates value to 
organisations in two ways. Firstly, at the 
macro level, ERM creates value through the 
efforts of senior management to measure and 
establish a risk-return trade-off in the entire 
organisation. It allows firms to put in place 
the necessary capital and resources for 
implementing effective business strategies. At 
the micro level, ERM instills a risk culture 
across the entire firms. It becomes a way of 
life for managers and employees at all levels 
of the company to ensure that all material 
risks are assessed, and risk-return tradeoffs 
carefully appraised. 
 
The risk management function has become a 
central issue for business firms having the 
objective to identify, analyse and manage the 
sources and effects of uncertainty and risks in 
a company (Ciocoiu & Dobrea, 2010). At 
present, organizations have come to the 
conclusion that no matter how insignificant, 
business risk  can cause considerable damage 
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to organisations due to the interaction of risk 
with other events, (Ciocoiu & Dobrea, 2010).  
 
In fact, despite the ambiguities associated 
with ERM concept, there seem to be 
convergence of opinion concerning the core 
attributes of ERM. Bromiley, McShane, and 
Rustambekov (2014) identified three main 
positions. Firstly, the assumption that holistic 
management of risk is more effective and 
efficient than fragmented approach. Secondly, 
the assumption that ERM emphasizes both 
tradition risk (such as product liability) and 
strategic risk (such as obsolescence and 
competitor action). Some of the most prone 
risks that business organisations encounter 
lie in the area of strategic risk. Inability of 
firms to focus on business strategic risks may 
prevent accurate estimation of contingent 
events (Bromiley et al., 2014). Finally, ERM 
views risk as something that provides 
opportunity for development for firms with 
sound risk management capabilities. Thus, it 
is possible to believe that for ERM to achieve 
the objective of increasing performance level, 
it involves the use of a well-designed 
methodology that will allow risk management 
culture and knowledge management to get 
entrenched in the firm’s structure. 
 
2.1 Risk Culture and Enterprise Risk 
Management Implementation 
Interest in the firm’s cultures and their effects 
on firms’ performance have become the 
concern of major financial institutions after 
the global economic meltdown. Asserting the 
importance of culture, Institute of 
International Finance (IIF) (2008) argued 
that risk culture is most fundamental 
components for efficient risk management 
practices in financial institutions.  
 
Barnabei (2008) asserted that culture plays a 
central role in modulating the attitudes of 
employee within an organization. It also 
shapes firms investment behaviour and 
explains how firms respond to market 
changes (Kimbrough & Componation, 2009). 
Similarly, researchers (such as Deloitte, 2012; 
Soegomo, Habsyi, & Arif, 2014) have argued 
that organisational risk culture is among the 
main features of ERM implementation. For 
ERM practices to succeed, risk culture has to 
be entrenched in all stages of the organization 
(Roslan & Dahan, 2013). KPMG (2011) 
indicated that a sound risk culture is 
necessary for organisational success. In fact, 
the 2004 COSO framework  viewed 
organisational risks culture as one of the 
essentials components of ERM practices. Levy 
et al. (2010) believed that a strong risk 
culture needs to demonstrate several critical 
and mutually reinforcing elements that 
include: a clear and well communicated risk 
strategy, high standards of analytical 
precision and information-sharing 
mechanisms across the firm, visible and 
consistent role-modeling of desired behaviors 
and standards by senior managers as well as 
incentives to encourage people to do the right 
thing and improves general wellbeing of an 
organization.  
 
While recent development tends to focus on 
risk culture, some scholars believed that 
there is generally no difference between risk 
culture and corporate culture (Power, Ashby, 
& Polermo, 2013). COSO (2004) described 
risk culture as one of the internal 
environmental factors that provide the basis 
for the efficient functioning of the ERM 
programme. Levy, Lamarre, and Twining 
(2010) defined risk culture as a norm that 
determines the collective ability of employees 
to discuss openly and act in the interest of the 
organization. Risk culture consists of the 
general awareness, attitudes, and behaviours 
of an organization’s employees toward risk 
management. Hillson (as cited in Bostanci, 
2013) defined risk culture as the set of norms 
and forms of behaviour that are built into 
organisations to deal with threats and 
opportunities.  
 
The Institute of International Finance (IIF) 
viewed risk culture as those customs that 
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guide the behaviour of firms give them the 
ability to detect, comprehend, discuss, and 
take any action to prevent the occurrence of 
current and future eventualities (Institute of 
International Finance (IIF), 2008). Hence, 
organizations that establish a strong culture 
is likely to promote risk-informed decisions 
and higher performance (Baney, 1991; 
Cooper, Speh, & Downey, 2012). This paper 
conceptualises risk culture as norms and 
values that determine the collective ability of 
employees to discuss and act in the interest of 
organisations; and provide the basis for the 
efficient functioning of the ERM programme 
and the entire success of the firm. 
 
2.2 Risk Knowledge Sharing and 
Enterprise Risk Management 
Implementation 
Knowledge sharing simply refers to the 
avenues through which an organization has 
access to new knowledge. Knowledge sharing 
is one of the areas that requires the attention 
of scholars and professionals within the 
overall domain of knowledge management 
(Jain, Sandhu, & Sidhu, 2007). Ramayah, Yeap, 
and Ignatius (2013) viewed knowledge 
sharing as the exchange of knowledge 
between one person and another or between 
groups in a reciprocal process that allows 
knowledge to be reshaped and new 
knowledge to be created. Knowledge sharing 
can be seen as a process designed to influence 
the exchange of knowledge within societies or 
within organisations so as to improve their 
competitive advantage, intelligence and 
intellectual wealth (Rodriguez & Edwards, 
2009a). Improvement in knowledge sharing 
increases the organisational abilities to 
manage fortuities. 
 
There is a general conception that sharing 
and acquiring of new knowledge is 
fundamental for firms to achieve higher 
performance (Ritala, Olander, Michailova, & 
Husted, 2014). Dickinson (2001) asserted 
that knowledge play a role in reducing 
uncertainties and contributing effectively to 
formulating sound business strategies and 
underwriting processes. As such, for 
organisations to effectively manage risks, risk 
knowledge sharing as a knowledge 
management strategy is crucial to 
organisational success (Anthropopoulou, 
2005). In support of this view, Rodriguez and 
Edwards (2008) saw enterprise risk 
management as a process that relies on the  
application of specific knowledge in an 
attempt to control possible deviations from 
strategic objectives, shareholders’ values, and 
stakeholders’ relationships. Risk knowledge 
dissemination typically enhances risk 
management capabilities and improve firm 
operating efficiency (Bayer & Maier, 2007; 
Horton-Bentley, 2006b). Knowledge sharing 
is a strategy that serves as a conduit for 
competitive advantage (Mentzas, Apostolou, 
& Young, 2003). Knowledge is one of the 
specific resources that is indispensable to 
value creation for firms (Nonaka, Toyama, & 
Konno, 2000). For the knowledge to influence 
firms’ performance, it must be shared among 
employees. However, the shared knowledge 
has to be understood and integrated 
collectively in the organisational system 
(Spender & Grant, 1996). Hampton (2006) 
asserted that for organisations to succeed in 
its risk management initiative, it needs to 
focus on skills and knowledge sharing. 
 
The fundamental problem faced by 
organizations relates to lack of desire from 
employees to share their knowledge with 
other members of the organization (Casimir, 
Lee, & Loon, 2012). Information availability 
may either decrease or increase risk 
exposures. Sometimes information are used 
as avenues for overcoming business 
challenges. Information sharing internally is 
crucial in any financial institution and it helps 
firms to achieve business success. Risks 
knowledge sharing among employees, 
customers, and the media may help firms to 
control the large scale of risks that may huge 
severity to its operations.  Following 
Rodriguez and Edwards (2009b), the paper 
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conceptualizes risk knowledge sharing as a 
strategy that facilitates the exchange of 
knowledge relating to the management of 
fortuities in the organisation. It encompasses 
all activities through which organisation 
exchange risk knowledge among business 
units. Base on the above reviews, the 





Figure. 1Conceptual model with hypotheses 
 
Statement of Hypotheses  
H1: Risk management culture positively 
influence ERM framework 
implementation  
H2: Risk knowledge sharing positively 
influence ERM framework 
implementation 
 
3. Methods  
The study used questionnaires as 
instruments for data collection. We 
collected the data from Chief Risk 
Officers, Chief Financial Officers, and 
other Top level managers. Hence, 
Organisation is our unit of analysis. Also, 
74 questionnaires were distributed to 
various financial institutions out of which 
47 questionnaires were retrieved and 
used for the analysis, making a total 
response rate of 63.51percent.The study 
utilized PLS-SEM path modelling with the 
help of SmartPLS 2.0 software due to it 
robustness in dealing with latent 
construct (Ringle, Sarstedt, & Straub, 
2012). Again, the study utilized two 
independent variables (Risk culture and 
risk knowledge sharing), and ERM 
framework implementation as the 
dependent variable. We adapted the ERM 
implementation intensity measures 
developed by Lai (2014). Similarly, 
indicators of risk culture and risk 
knowledge sharing from (KPMG, 2011) 
and (Rodriguez & Edwards, 2009b) were 
adapted respectively. All the items were 
measured on 5 points Likert scale and are 




The model was assessed based on two 
criteria as suggested by Hair, Hult, Ringle and 
Sarstedt (2014). First, we used average 
variance extracted (AVE), composite 
reliability (CR) to gauge the reliabilities of the 
measures used in this study.  The loadings of 
the items range between 0.894 and 0.636 
(see Table 1).  The AVE for each of the 
constructs is greater than 0.5 while CR 
exceeded the threshold of 0.7 (Henseler, 
Ringle, & Sinkovics, 2009). Hence, the model 
has met the threshold of the two measures of 
internal consistency reliability (see Table 1 
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below). Secondly, following the suggestion of 
Fornell and Larcker (1981), a discriminant 
validity analysis was carried out to ensure 
that all the construct are distinct (see Table 
2). As shown in Table 2, the square root of 
each of the construct's AVE is greater than its 
highest correlation with any other construct. 
Even though we deleted some items in an 
attempt to fit the model; the items were not  
contributing in measuring the corresponding 
constructs. Consequently, the measurement 
model provides satisfactory evidence of 
reliability, consistency, and validity of the 
measurement scales. Hence, the assessment 
of the measurement model confirms that the 




Loadings, Average Variance Extracted and Internal Consistency Reliabilities 
Constructs Items Loadings AVE Composite 
Reliability 





























    RMF6 .820     
 
 Table 2 
Latent Variable Correlations and Square Roots of Average Variance Extracted 
Constructs RKS RMC RMF 
RKS .744 
  RMC .075 .716 
 RMF .186 .175 .758 
 
Additionally, after establishing the reliability 
of the observed variables, we then assessed 
the structural model using four criteria. The 
model structural assessment explains how 
best the data support the theoretical 
assumptions. As such, to do that we used 
multicollinearity diagnostic test, the path 
coefficients, the coefficient of determination, 
the effect size and finally the prognostic 
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Tolerance and Variance Inflation Factors (VIF) 
Constructs  Tolerance VIF 
RKS .831 1.203 
RMC .741 1.349 
RMF .806 1.241 
 
Also, the study conducted collinearity 
diagnostic test available in SPSS to examine 
respectively. As recommended, the tolerance 
and the VIF values are among the most 
relevant and reliable test of multicollinearity 
(Hair Jr. et al., 2010). From Table 3, it is 
apparent that the tolerance ranges between 
0.831 and 0.741 substantially greater than 0.2 
and the VIF range from 1.349 to 1.203. The 
results indicated that multicollinearity 
problem does not exist in this study. 
 
Table 4 
Results of Hypotheses Testing (Full Result) 
Hypotheses Beta Value 
Standard Error  
T Statistics  P Value 
RKS -> RMF .174 .047 3.716*** .000 
RMC -> RMF .162 .084 1.938** .027 
 Note: RMF=ERM Framework, RMC= Risk Management Culture, RKS= Risk Knowledge Sharing 
Based on the bootstrapping result indicated 
in Table 4, the relationship between risk 
knowledge sharing and ERM framework 
implementation is significant (β .174; t= 
3.716; p<.01). As such, the results provided 
evidence to support the hypotheses H1. 
Similarly, the results of the second hypothesis 
(H2) revealed a significant positive 
relationship between risk management 
culture and ERM framework implementation 
(β .162; t= 1.938; p<.05). Additionally, the 
study used coefficient of determination (R²), 
as another parameter for assessing the 
structural model fit. The R² value represents 
the proportion of variation in the dependent 
variable(s) that is explained by one or more 
predictor variable. Hair et al. (2014) 
contended that R² value of .2 is considered 
high in some social science related 
disciplines. Likewise,  Murphy, Myors and 
Wolach (2014) found the R-square value of 
.01, .10 and .25 as small, medium and 
substantial. The R² value for this present 




Construct Cross-Validated Redundancy 
Total SSO SSE 1-SSE/SSO 
Risk Management Framework  978 957.863 0.021 
 
Also, the study applied Stone and Geisser test 
to ascertain the predictive relevance of the 
research model by using blindfolding criteria 
(Geisser, 1974; Stone, 1974). In PLS-SEM, the 
Stone-Geisser test is usually utilized as a 
complementary assessment of the model 
goodness-of-fit (Hair et al., 2014). The 
blindfolding procedure applies only to the 
independent variable that has reflective 
measures (Sattler, Völckner, Riediger, & 
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Ringle, 2010). As shown in Table 5, the 
construct cross-validated redundancy 
measure is 0.02 which is greater than zero, 
confirming the predictive relevance of the 
model. 
  
5. Discussion  
Findings from this study indicated that two 
variables of interest (risk knowledge sharing 
and risk management culture) have a positive 
effect on the ERM framework implementation 
(supporting hypotheses 1 and 2). The results 
are in agreement with previous studies that 
reported the influence of risk knowledge 
sharing in strengthening ERM 
implementation (Anthropopoulou, 2005; 
Bayer & Maier, 2007; Dickinson, 2001; 
Rodriguez & Edwards, 2009b). The results of 
this study portray that the more an 
organisation is willing and open to knowledge 
sharing, the better for the organisation is 
likely to strengthen its risk management 
practices. In fact, the sharing of relevant 
information related to risk is one of the 
primary purposes of risk management 
systems (Kirsch, Hine, & Maybury, 2015). 
Further, on the influence of risk 
management culture on ERM framework 
implementation, the finding is in 
agreement with some studies such as 
(Deloitte, 2012; Institute of International 
Finance (IIF), 2008; Kimbrough & 
Componation, 2009; Soegomo et al., 
2014), that reported positive relationship 
between risk management culture and 
the implementation of enterprise risk 
management framework. For ERM 
practices to succeed, risk culture has to be 
entrenched in all stages of the organization 
(Roslan & Dahan, 2013). For example, for all 
the eight components identified by COSO 
framework getting sound risk culture is 
critical to establishing a formidable 
enterprise risk management practices. A 
sound risk culture may lead to the creation of 




The study has some practical implications 
for both theory and practice. The 
significant influence of risk knowledge 
sharing as a knowledge management 
technique to ERM implies that financial 
institutions should pay attention to 
knowledge management to improve risk 
management efficiency. Secondly, risk 
management culture boost the confidence 
of employee as it makes him to see 
himself as a member of the family. 
Moreover, ERM sees management of risk 
as everybody’s business, it means having 
a supportive risk culture will help in 
strengthening ERM strategies. Finally, the 
study is not without some limitations. The 
fact that the study used self-reported 
measures portend the possibility of 
common method bias. Hence, future study 
should consider the opinion of regulatory 
agencies in examining other determinants 
of ERM. Also, future studies should 
consider increasing the study sample to 
increase the effect size and to come up 
with more coherent and better inferences. 
Similarly, the study focused only on the 
financial sector; future study should 
consider other industries such as 
manufacturing and construction.  
 
Conclusion 
This research effort has examined the 
influence of risk knowledge sharing and risk 
culture on the ERM framework 
implementation. Based on the conception that 
one of the area of emphasis in ERM is in 
strategic risk assessment, it means the ability 
of financial institutions to precisely estimate 
the probabilities of contingencies depends on 
sound risk culture and knowledge 
management technique. 
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